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SUBJECT: GOVERNMENT TO PAY DEMURRAGE ON FOODSTUFFS 

1 . THE MINISTERIAL SUPPLY COMMITTEE RECENTLY PASSED A 
RESOLUTION AUTHORIZING SAG TO PAY THE DEMURRAGE COSTS ON 
SUBSIDIZED FOODSTUFFS DELAYED IN SAUDI PORTS. 

2. SAG WILL PAY AT THE RATE OF 100 PERCENT FOR THE FIRST 
MONTH, 80 PERCENT FOR THE SECOND MONTH, AND 60 PERCENT 
FOR THE REMAINING MONTHS. THE RESOLUTION IS RE- 
TROACTIVE TO DECEMBER 22, 1975. 

3. THE SAG DECISION WAS TAKEN BECAUSE OF THE RECENT 
SHORTAGE OF FLOUR WHICH LEFT RIYADH WITHOUT BREAD FOR 
SEVERAL DAYS. LARGE QUANTITIES OF FLOUR WERE AIRLIFTED 
TO JIDDA AND RIYADH TO INSURE ADEQUATE SUPPLIES. 

4. COMMENT: IT IS CURRENTLY ESTIMATED THAT DEMURRAGE 
COSTS ARE RUNNING AT THE RATE OF $200 MILLION PER 
YEAR-A MAJOR COMPONENT IN THE INFLATION WHICH 
CONSUMERS ARE BEARING. 
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